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FOREWORD 


This document, assembled from official source materials, shows the 
widening spread between the price the farmer receives and what the 
consumer pays, for food. It illustrates graphically the deterioration 
in farm income during recent years while other areas of the Nation’s 
economy have experienced unprecedented purchasing power and 
general prosperity. Prices received by farmers have gone down, 
while prices between the farm gate and the retail food counter have 
increased substantially. However, in spite of the increased costs of 
processing and marketing in the last few years, food continues to be 
cheaper in relation to the wages received by consumers than in any 
prior period of our history or in any other country in the world. Our 
Government research and educational programs, mixed with the in- 
telligence and labor of our farmers, have given us the most efficient 
agriculture in the world. We are the best fed of all nations. Yet our 
farm people receive less than half the income for their labors as do 
people who work in the towns and cities. It is my view, therefore, 
in consideration of the facts herein set forth, that it is incumbent upon 
our Government to develop public policies which will enable farmers 
to participate equitably, along with industry, business, and labor, in 
the rewards of the American free enterprise system. 

Harotp D. Cootey, 
Chairman, House Committee on Agriculture. 
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FOOD COST TRENDS 


Retait Foop anp Farm Prices 1947-49 to 1958 


Retail food prices have increased 20 percent in the past 10 years. 
Prices received by farmers have declined 8 percent. 

Last year the retail store cost for farm-produced food totaled $53.7 
billion—up $15.9 billion, or 42 percent from the 1947-49 average of 
$37.8 billion. Of this $15.9 billion increase in the retail store cost of 
farm produced foods, $13.5 billions, or 84 percent, was absorbed by 
marketing agencies and processors—the “middlemen.” Only $2.4 
billion, or 16 percent, trickled back to the farmers. 

As compared with 1947-49, consumers purchased about 20 percent 
more farm-produced foods in the retail stores in 1958, and this larger 
volume of farm products included more meats and other animal 

roducts and fewer cereals and potatoes than 10 years earlier. Yet 
armers received only 15 percent more income from the 20 percent 
larger volume of products sold (fig. 1). 
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Figure 1.—Farm-retail marketing bill and farm value of food bought by civilian 
consumers, 1947-58 


[Billions of dollars] 
Farm- Farm- 
Date Farm retail Date Farm retail 
value market- value market- 
ing bill 
1947 $18.7 $17.8 || 1953 $19.0 $25.6 
1948. 19.2 19.8 || 1954 18. 26.6 
1949 17.1 20.8 || 1955 18.3 27.9 
1950 17.7 21.2 || 1956 18,7 29.6 
1951 20. 2 22.8 || 1957 19.5 30.9 
1952 20.1 24.4 || 1958. 20.7 33.0 
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2 FOOD COST TRENDS 


The depressing consequences of farmers’ lack of bargaining power 
in our present highly organized economy is nowhere more evident 
than in the divergent trends of farm and retail food prices in recent 
years. Processors and marketing agencies, the middlemen between 
farmers and consumers, experiencing higher costs, have been successful 
in adding greatly increased charges to the farmers’ products before 
they reach the consumers. 

es today pay more for food from American farms than 10 
years ago, and all the increase in retail prices—and more—goes to the 
middlemen—none accrues to farmers. Farmers, producing more and 
better food products than ever before, are getting lower prices than 
10 years ago even though their costs, too, are mounting steadily. 
Farmers have none of the organizational control which characterizes 
industry and labor, and thus cannot “bargain” in the market to main- 
tain reasonable prices. Selling, as they must, in a highly competitive 
market, farmers bear the full brunt of their over-rapid increase in 
efficiency and production. 

Over 85 percent of American consumers’ food supplies originate on 
American farms, and declining farm prices associated with stable or 
rising retail food prices make it difficult, if not impossible, for lower 
farm prices to encourage increased consumption of food (fig. 2). 


Ficure 2 
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Figure 2.—Prices received by farmers and retail food prices, 1947 to date 
[1947-49= 100} 
Prices Retail food Prices Retail food 
Date received prices Date received prices 
by farmers by farmers 


Source: Agricultural Marketing Service and Bureau of Labor Statistics. 
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FOOD COST TRENDS 3 


Retail food prices reached a peak in 1952, then declined slightly in 
the following 3 years. Prices received by farmers reached their post- 
war peak in 1951, then declined steadily until 1956. When farm 
prices began to recover in 1957, retail food prices began a sharp rise 
which was accelerated in 1958. 

The Agricultural Marketing Service of the U.S. Department of 
Agriculture makes monthly estimates of the farm value and retail cost 
of a typical ‘market basket” of farm-food products purchased by an 
urban wage earner and clerical worker’s family. This statistical series 
indicates that the average worker's family paid 13 percent more and 
farmers received 8 percent less in 1958 for the same kinds and quantities 
of food purchased in the years 1947-49. 


FARM AND RETAIL PRICE OF CEREALS AND BAKERY PRODUCTS 


The greatest divergence between the farm and retail prices in this 
10-year period has occurred between the farm price of wheat and the 
retail prices of cereals and bakery products (fig. 3). 
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FiaureE 3.—Average prices received by farmers for wheat, and retail prices of cereals 
and bakery products, 1947 to date 


(1947-49 = 100] 
Average Retail Average Retail 
prices re- prices of prices re- prices of 
Date ceived by | cereal and Date ceived by | cereal and 
farmers for| bakery farmers for| bakery 
whea' products wheat products 
1947... 112 100 119 
1 97 103 || 1954... 103 122 
1949. 92 97 124 
1950. 98 96 126 
1951. 103 114 || 1957... 95 130 
1952. 102 133 


Sources: Agricultural Marketing Service and Bureau of Labor Statistics. 
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4 FOOD COST TRENDS 


The farm price of wheat dropped 16 percent and the retail prices 
of cereals and bakery products increased 33 percent. 

When city families purchase bread or prepared cereal products, they 
pay mostly for processing, packaging, and distributing the product; 
very little goes to the farmer for the raw materials. For example, 
there is only 3.1 cents worth of farm-produced corn in a 26-cent pack- 
age of corn flakes and only 3.7 cents worth of wheat in a 29-cent pack- 
age of soda crackers. The pound loaf of bread that sold at retail for 
an average price of 19.3 cents in 1958 contained wheat having a farm 
value of 2.4 cents. The farm value and retail cost of several cereal 
products in 1947-49 and 1958 is shown below: , 


Farm value Retail cost 
1947-49 1958 1947-49 1958 
Cents Cents Cents Cents 
Bread: 1- loaf. 2.7 2.4 13.5 19.3 
Soda crackers: 1 pound 4.3 3.7 24.7 29. 2 
Corn flakes: 12 ounces 3.2 3.1 17.1 25.4 
Rolled oats: 20 ounces 4.9 3.6 14.5 20.3 


The erienlurel Marketing Service estimates that the farm value of 

all ingredients used in the bakery products in their ‘market basket’’ de- 

_ 23 percent from 1947-49 to 1958, and the retail cost increased 
2 percent. 2 


FARM AND RETAIL PRICES OF DAIRY PRODUCTS 


Both the farm price of milk and butterfat and the retail prices of 
dairy products reached a peak in 1952. Farm prices, by 1956, had 
dropped 16 percent from the 1952 high, then recovered slightly in 
1957, only to continue a decline in 1958, when price supports were 
lowered again. Although retail prices in 1955 had declined only 3 per- 


cent below their 1952 high, they reached a new peak in 1958 as they 
continued to move upward (fig. 4). 

The farm value of the quantity of dairy products in the ‘‘market 
basket”’ dropped 8 percent between 1947-49 and 1958, while the retail 
price increased 14 percent. 
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FOOD COST TRENDS 
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Ficure 4.—Prices received by farmers for dairy products and retail dairy products 
prices, 1947 to date 


[1947~49= 100] 
Dairy prod-| Retail dairy Dairy prod-)| Retail dairy 
Date ucts prices | products Date ucts prices | products 
received by prices received by| prices 
farmers farmers 

1947... 99 96 |} 1953_. 97 lil 
1948... 110 106 || 1954_. 90 107 
1949. 92 98 |} 1955. 90 107 
1950. 91 97 || 1956.. 93 110 
1951... 104 108 || 1957... o4 112 
1952... 110 113 |} 1958_. 92 114 


Sources: Agricultural Marketing Service and Bureau of Labor Statistics. 
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FOOD COST TRENDS 


FARM VALUE AND RETAIL COST OF POULTRY AND EGGS 


Both the farm value and the retail cost of a fixed quantity of 
poultry and eggs have been dropping almost steadily since 1951 


(fig. 5). 


fixed quantity of poultry and eggs moved together closely. 

Since 1953, however, the farm value of these products has dropped 
more sharply than the retail cost, and marketing margins as a per- 
centage of farm value have widened in recent years. 


From 1947 to 1953 the farm value and the retail cost of a 
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Ficure 5.—Farm value and retail cost of pobliry and eggs purchased per wage-earner 


family 
[1947-49= 100] 
Retail cost | Farm value Retail cost | Farm value 
Date of poultry | of poultry Date of poultry | of poultry 
and eggs | and eggs eggs | and eggs 
1947_. 97 97 1953... 99 98 
1948__ 104 106 |} 1954. 86 78 
1949. 99 97 |} 1955... 89 85 
1950... 90 85 || 1956. 83 76 
1951... 102 100 |} 1957_- 80 71 
1952... 98 94 || 1958_. 82 73 


Source: Agricultural Marketing Service. 
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FOOD COST TRENDS 7 


FARM VALUE AND RETAIL COST OF MEAT PRODUCTS 


Changes in the farm value and the retail cost of meat products 
purchased by the average wage-earner and clerical-worker family were 
very similar from 1947 to 1951. From the high point (117 percent of 
the 1947-49 base) in 1951, both the retail cost and the farm value of 
meat products fell each year, reaching a low in 1956. In 1956, how- 
ever, the farm value of the meat products had fallen to 71 percent of 
1947-49 levels, while the retail cost of these products had fallen only 
9 percent below those in the 1947—49 base period. 

By 1958 the farm value of the meat products had recovered to 96 
percent of the 1947-49 level, but the retail cost, due to wider marketing 
margins, had increased to 114 percent of the base period (fig. 6). 


Fiaure 6 
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Ficure 6.—Farm value and retail cost of meat products purchased per wage-earner 
family 
[1947-49= 100] 

Retail cost | Farm value Retail cost | Farm value 

Date of meat of meat Date of meat of meat 
products products products | products 


Source: Agricultural Marketing Service. 
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8 FOOD COST TRENDS 


FARM VALUE AND RETAIL COST OF FRUITS AND VEGETABLES 


Both the farm value and the retail cost of fresh and processed 
vegetables increased sharply between 1947 and 1952. From the 1952 
high point (up to that time) the farm value dropped sharply (15 per- 
cent of the 1947-49 base) in 1953, 1954, and 1955, while the retail 
cost dropped only 4 percentage points. Since 1956, there has been 
some recovery in farm values and the retail cost has set new records 
as marketing margins have continued to widen (fig. 7). 
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Ficure 7.—Prices received by farmers and retail cost of fruits and vegetables pur- 
ed per wage-earner family 
[1947-49= 100} 
Farm value| Retail cost Farm value} Retail cost 
Date of fruits and| of fruits and Date of fruits and/jof fruits and 
vegetables | vegetables vegetables | vegetables 
101 102 114 
101 113 
1949. 100 101 114 
1 92 109 119 


Source: Agricultural Marketing Service. 
FARM VALUE AND RETAIL COST OF FATS AND OILS 


Fats and oils are one group of foods for which the average wage 
earner and clerical-worker family is paying less than in 1947-49. 
Farm prices and the farm value of fats and oils have varied greatly 
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FOOD COST TRENDS 9 


since 1947, and in 1958 were almost half of 1947 levels. The retail 
cost of a fixed quantity of lard, margarine, peanut butter, salad dress- 
ing, and vegetable shortening dropped sharply from 1947 to 1952, but 
has been increasing almost steadily since 1952 (fig. 8). 


Fieure 8 
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Ficure 8.—Prices received by farmers and retail cost of fats and oils purchased per 
wage-earner family 
[1947-49 = 100] 
Farm value} Retail cost Farm value} Retail cost 
Date of fats and | of fats and Date of fats and | of fats and 
oils oils oils 
1947_.. 119 108 || 1953... 76 80 
1 118 108 || 1954. - 81 85 
62 84 |] 1955_. 67 82 
1950 75 81 || 1956... 83 
1951_- 97 94 || 1957 73 87 
1952 67 79 || 1958 62 86 


Source: Agricultural Marketing Service. 
FOOD COSTS OF THE AVERAGE CITY FAMILY 


Using national average per capita expenditures for food, the aver- 
age city family of 3.3 persons may have spent $1,310 for food in 1958, 
as compared with $1,050 in 1947-49. Revised estimates of the 
Department of Commerce indicate that consumers spent only 22.4 
percent of their disposable income on food, excluding alcoholic bev- 
erages in 1958, in contrast to 25.6 percent for the same purpose in 
1947-49. 

Substantial substitution occurred over this period in the types of 
food purchased. Decreases occurred in the lower-cost potatoes and 
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10 FOOD COST TRENDS 


cereals, and increases occurred in the higher-cost livestock products. 
Per capita meat and poultry consumption increased 8.5 percent in 
this 10-year period. 

In spite of this substantial upgrading of the foods purchased, and 
in spite of an average increase in expenditures per family of $260 in 
1958 over 1947-49, farmers received 8 fewer dollars from each family’s 
expenditures than in 1947-49 (table 1). 


TABLE 1.—Estimated breakdown of family expenditures for food, 1947-49 and 1958 ! 


Change 
1947-49 1958 
Amount | Percent 
Supplier value of imported foods and fishery products__......... 55 70 +15 +27 
Marketing and processing charges for farm and nonfarm foods... 576 829 +253 +44 
1,050 1,310 +260 +25 


1 Based on data, from the Agricultural Marketing Service and the Department of Commerce. 
FOOD MARKETING COSTS AND OTHER ECONOMIC TRENDS 


How does this 44-percent increase in payments to food distribution 
agencies over this 10-year period compare with other economic trends? 

First, it should be noted that a part of the increased marketing 
charges may be associated with the change in composition of the family 
food purchases during this 10-year period. Fewer potatoes and 
cereal products, and more meats, poultry, and eggs were purchased 
in 1958 than in 1947-49. 

Second, and even more important, the average city family in 1958 
purchased many more ready-prepared, fresh frozen, and specially 
packaged foods than in1947-49. The increased payments to mar- 
keting and processing agencies represent payments for additional 
services as well as higher costs for the same services as those performed 
in 1947-49. The percentage change from 1947-49 to 1958 in selected 
economic items is shown below: 


Percentage Percentage 
change, change, 
1947-49 1947-49 
to 1958 to 1958 
Decrease in payments to farmers for Increase in hourly earnings of food- 
foods purchased by average city marketing employees._....-........- +63 
—2 || Increase in average hourly earnings of 
Payments to importers and _fisher- workers in +60 
ment for foods purchased by the Increase in railroad-freight rates for 
average city +27 +42 
Increase in marketing payments for Increase in wholesale prices of indus- 
allfarm and nonfarm foods pur- +26 
ehased by average city family__-_---- +44 || Increase in medical-care prices_....._. +44 
Increase in marketing margin for fixed Increase in consumer price index. --... +24 
quantity of ‘‘market basket”’ foods--. +35 || Decrease in realized return per hour 
in retail apparel (clothing) to all farm —12 
prices. 


